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Plainiffs Kimberley Smith. Vichael B, Hinckley, Jacgueline 1. Hludun, Martlyn J. Craig,
Je{fery P. Clovenger, and Timothy C. Kautfimann (~Plaintiffs"y, individually and on behalt ol
those similarly situated, for (heir cause of action against the Defendant, claim and alfege a8
follows:

INTRODUCTION

1. ﬁe[“endnnl Micron Electronics, Ing., (“Micron™) at all relevant times for this
Complaint was a Minnesota corparation authorized to do and doing business in kdaho with 18
hcadquur.ters At Boise, Idaho. Micron also did business at a facility located in Roseville,
Minnesota ( suburb ol Minneapolis).

2. Throughout its business operations, Defendant Micron lias unlawfully (1) induced
cmployees to WOTK olf the clock, (2) implicitly and explicilly allowed managers to aiter emnployee
fimecards, (3) failed to caleulate overtime pay accurately, (4) discouraged employces from
‘kceping accurate time records, and (3) suppresscd wage claims. These practices have been
repeated, frequent and willful, rather than isolated, sporadic or aceidental, and are long-standing.

3. Defendant Micron’s stated policy is Lo prahibit work off the clock, hut
notwithstaﬁding this pelicy and in order to suve the expenses assoclated with the payment of
overtime wages, Micron’s management through 11s supervisors and managers (1) permits,
encourages and tacitly demands that tlmcil' non-exempt subordinates work off the clock and
through lunch and rest breaks, (2) alters cmployee Lime records to avoid payment of wages
eamed, and {3) suppresses Wage claims by leading employecs Lo helieve that working overtime
wilhout pay 18 a career-enhancing activity.

+. Employees of Defendant Micron wish Lo give statements about olT-the-clock work
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and make clainis for wages owing [or work they have performed off the clock, but fear
diserimination and retaliation by Micron 1 they do so. Upon information and belieh. Defendant
Micron has threatened, In vialation of Section 13(x)(3) of the Fair Labor Standards Act
(“FLSA™), 29 U.S.C. Section 215 (a}(3), to take, 1nd has taken, disciplinary action agalnst
employees inciuding dismissal, if they make claims for unpa;id wages or otherwise admii {0
having worked off the clock, even while Defendant Micron has suffercd and permitted them o
perform such work.

S‘. Plaintiffs se'ek 10 end these illegal practices and recover compensatory, liquidated
and punitive damages. Blaintifls also seek equitabie tolling of applicablﬁ statutes of limitation io
permit recovery of unpaid wages during all past years cmployess have been subjected to (1)
suppression of wage claims by threats of disciplinary action for making bona fide claims [or
uncompéensated tume Defendant Micron has permitted them Lo work, and (2) alteration of time
_records to avoid payment of wages earned.

JURISDICTION AND VENUE

G. Plaintiffs incorporate paragraphs 1 through 5 above.
7. Jurisdiction of this Court 18 invoked pursuant to, infer affa, Title 28 US.CL

Section 1331 and 29 U.S.C. Section 216(b}. The federal claim is not insubstantial.

3. This Court has jurisdiction over Plainti{fs’ pendent state claims by virtue of Title
28 U.S.C. Section 1367.

9, Venue is proper under Title 28 U.S.C. Section 1391(b)(2) in that a substantial part
of the events or omissions giving rise to the claims occurred in Meridian, ldaho, and Section

1391(c) in that Defendant Micron is subject to personal jurisdiction i the District af Idaho.
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PLAINTIEFS
10. Plaintifls incorporate paragraphs 1 through 9 above.
Kimberley Smith

11 Plaintiff K‘imbe‘rley Smith (“Smith™), 15 an inldividual who was employed by
Defendant Micron. Smith brings this action on behalf of herself and a class of others similarly
situated and secks relief as more specifically described below.

12, 'Plaintii“f $mith was employed by Defendant Micron at its Meridian, [daho, sales
center. Her employment began in July, 2000. She was employed as an inside sales
representative in the small business department. Defendant Micron classified Plaintiff Snith as
“non-cxempt” under the FLSA. Smith was paid a base hourly rate and, in addition, Smith
reccived a commission hased upon the volume of her sales. During her employment she worked
‘off—Lhe-cluck overtime hours for which she was not pad.

13 During her employment with Mieron, Smith sold personal computers and
notebook computers manufuctured by Micron Electronics, Inc. Smith was subject to personnel
policies, practices and procedures sct forth in a Micron Electronics, Inc. personncl manual. Salcs
training was provided to Smith and other similarly-situated employees by Micron Elcctronies,
Inc. erﬁployces. Smith was provided employee benefits such as medical insurance through
Micron Clectronics, Inc. Smith was eligible for stock options in sharcs of Micron Eléctronics,
Inc. shares of stock.

Michael B. Hinckley

14 Plaintff Michael B. Hinckley (“Hinckley ™). 1s an individual whe was emploved
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by Defendunt Micron. EHinckley brings this action on behalf of himself and a class of others
similarly situated and seeks relief as more specifically described below.

15. Plainti(t Hinckley was employed by Defendant Micron at 1ts Meridian, daho,
sales center from April 24, 2000, to May 31,2001, Hewas employed as an inside sales
representaiive in the small business dcpartment. Defendant -Micrml classified Plaintiff Hinckley
as “non-exemipt” under the FLSA. Hinckléy was paid a base hourly rate and, iﬁ addinon,
Hinckley received a commission based upon the volume of his sales. During his employment, e
worked off-the-clock overtime hours for which he was not paid.

16. During his employment with Micron, Hinckley sold personal computers and
notebook compulers manufactured by Micron Electronics, Ine. Hinckley was subject to
personnel policies, practices and procedurcs set forth in 2 Micron Electronics, Ine. personnel
manual. Sales training was provided to Hinckley and other similarly-situated employces by
Micron Flectronics, Inc. employees. Hinckley was provided employee benefits such as medical
insurance through Micron Electronics, Inc. Hinckley was cligible for stock options in shares of
Micron Electronics, nc, shares of stock.

Jacqueline 'T. Hladun

{7, At all times relevant to this Complaint, plaintiff, Jacquehne T. Hladun (*Hladun™)
is an individual who was employed by Defendant Micron. Hiadun brings this action on behalf of
nersell and a class of others similarly situated and seeks relief more specifically described below,

18 Plaintiff Hladun was employed by Defendant Micron or 1ts predecessor Zeos
Intemational, Lid. at its Roseville, Minnesota, sales center from August 19094 to Auguast 2000,

She was employed as an inside sales representative scliing 1o “domestic™ and commercial
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customers in the comnercial sales department. At all times relevant 1o this Complant,
Defendant Micron classified Hladun “non-exempt’ under the FLSA. Hladun was paid u base
hourly rate and, in addition, Hiladun received a commission based upon the volume of her sales.
During her employment with defendunt Micron, plainti{f Hladun worked off-the-clock overtime
hours for which she was not paid.

Lo, During her employment with Micron, Hladun sold personal computers and
notshook computers manufactured by Micron Electronics, Inc. Hladun was subject to personnel
policies, practices and procedures set forth in a‘Micro'n Electronics, Inc. personne! manual. Sules
training was provided to Hladun and other similarly-situated employecs ‘by Micron Electronics,
Inc. employees. Hladun was provided employee benefits such as medicullinsurﬂnce through
Micron Electronics, Inc. Hladun was eligible for stock options in shares of Micron Electronics,
Inc. shares of stock.

Marilyn J. Craig

24). Plaintiff, Marilyn J. Craig {“Craig”), 15 a0 individual who was employcd by
Defendant Micron. Craig brings this action on behal I of herself and a class of others similarly
situated and seeks relief more specifically described below.

21. Plaintiff Craic was employed by Defendant Micron or its predecessor Zg08
International, Lid. at its Roseville, Minnesota sales center from March 1993 until September
2000, She was employed as an inside sales representative in the commercial sales department.
Defendant Micron classified Craig as “non-cxempt” under the FLSA. Craig was paid a buse
hourly rate and, in addition, Craig received a commission based upon the volume of her sales.

During her employment with defendant Micron, plaintiff Craig worked off-the-clock overume

SECOND AMENDED COMPLAINT AND DEMAND FOR JURY TRIAL. FP. 6



lours for which she was not paid.

22 During her employment with Micron, Craig soid personal compulcrs and
notebool: computers manufactured by Micron Electronics, [ne. Craig was subject to personnel
policics, practices and procedures set forth in a Micron Electronics, Inc. personnel manual. Sales
training was provided (o Craig and other similarly situated e.mployees by Micron Electromics, Ine.

cmployces. Craig was provided employee bencfits such as medical msurance through Micron

Elccironics, Ine. Cralg was eligible for stock options in shares of Micron Electronies, Inc. shares

of stock.
Jeffery P. Clevenger
23. Plaintiff, Jefiery P. Clevenger (“Clevenger”), is an individual who was cmployed

by Defendant Micron. Clevenger brings this action on behalf of himself and a class of others
similarly situated and seeks relief mare specifically described below.

24.  Plaintiff Clevenger was employed by Delendant Micron at its Meridian, Jdaho
sales center from November 1998 until March 2000, He was employed as an inside sales
representative in the consumer and small business department and in the web/small business
department. Defendant Micron classified Clevenger as “non-exempt” under the FLSA.
Clevcng,::.r was paid a base hourly rate and, in addition, reccived a commission based upon the
volume of his sales. During his employment with defendant Micron, plaintitf Clevenger worked

olf-Uie-clock overtime for which he was nol patd.

-
in

During his employment with Micron, Clevenger sold personal computers and
notebook computers manufactured by Micron Electronics, Ine, Clevenger was subject to

personnet policies, practices and procedures sel forth in a Micron Electronics, Ine. personnel
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manual, Sales raming was provided to Clevenger and other similariy-situated employees by
Micron Electronics, Inc. employces. Clevenger was provided employee benefits such us medicul
insurunce through Micron Electronics, Ine. Clevenger was eligible for stock options in shares of
Micren Electronics, Inc. shares of stock.
Timothy C, Kaui’nmm—l

26. Plaintiff, Timothy C. Kaufmann (“Kaufmann™), 1s an individual who was
employed by Defendant Micron, Kaufmann brings this action on behalf of himsel{ and a class
of others similarly situated and secks relief more specifically described below.

27. Plaintiff Kaufmann was employed by Defendant Micron ﬁt its Meridian, Idaho,
sales center during several different time periods between 1996 and 2000. e most recently was
employed as an inside federal sales represcntalive 1m the government sales department.

Defendant Micron classilied Kaufmann as “non-exempt” under the FLSA. Kaulmann was paid a

base hourly rate and, in addition, received a commission based upon the volume of his saics,

During his employment with defendant Micron, plaintiff Kau finann worked off-the-clock
overtime (or which he was not paid.

28. During his most recent employment with Micron, Kaufmann sold personal
computers and notebooK computers manufactured by Micron Electronics, Inc. Kaufmann was
subject to personnel policies, practices and procedures set forth in a Micron Electronics, 1nc.
personnel manual. Sales training was provided to Kaufmann and others similarly-situated
employees by Micron Electronics, Inc. employees. Kaufmann was provided employee benefits
cuch as medical insurance through Micron Electronics, Inc, Kaufmann was eligible for stock

OpLLONS 11} shares of Micron Electronics, Inc. sharcs of stock.
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29, During plaintiff Kaufmann’s most recent employment with defendant Micron.,
Micron's overtime policy and practice was described in correspondence between koaufmann and
his supervisor in government sales, Mark Cox, as {ollows:

_. . If you are going to work a hig chunk of overtime because you have to then that
is when you need approval. If you decided to work an cxtra ¥ to an hour a day or
off and on because you are trying to dnve your sales numbers then that is up Lo
you and doesn’t require approval/incluston on your time sheet.

w ok k

What I was trying to pass on is that [ am not int a position to approve much for
gvertime right now because of OPEX budgets. So, il you are required to stay here
to eet something done or because you are backing someone up then T can get it
approved. If YOU are choosing to work additional time because you are trying to
get your sales numbers up then it is up lo you and we don’t have to log overtime.
Does that make sense? (Emphasts in original.)

# ok

... This job should be salary plus commission like atmost all other Sales [sic]
johs that 1 am aware of. This allows the achievers to work as much time as they
feel necessary Lo bring the Sales [sic] that ultimately pays them the big money. Le
is unfortunate that because of the laws in Minncsota Micron had to change over Lo
hourly pay rate for sales reps. Don’t get me wrong, if you need to be her then
UMicron will certainly pay you for your efforts. T just need to keep an eye on this
because it starts to become a way of subsidizing ones [sic] paycheck which in tum
drives up our budgets. (A complete copy of the correspondence is attached to this
Complaint as Exhibit “A”). |

DEFENDANT
Micron’s Acquisition of and Merger with Interland, Inc.
30. Pursuant to a Securities and Exchange Commission, Form 8-K filing of August 7,

2001, Defendant Micron merged into another entitity, Interland, Inc. (A copy of which is attached

{0 this Complaint as Exhibit "B"). The merger was more particularly described as follows:

On August 6, 2001, Interland, Inc., a Minnesota corporation (formerly Micron
Electrqnics, Inc.,_lhe “Company’} completed the acquisition of Interland, Inc., a
Georgla corporation (“Interland - Georgia”), through the merger o {a wholly-
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owned subsisdiary of the Company with and into Interland - Georgia, with Intertand -
Georgia surviving as a wholly-owned subsidiary of the Company (the “Merger™).
Simultaneously with the Merger, the Company changed 1ls name from ““Micron
Electranics, Ine.” to “lnterand, Inc.” and changed its Nasdaq stock symbol to “INL.D”
to 303
Peacltrec Center Ave., Suitc 500, Atlanta, GA, 30303 The Merger 15 intended to be a
tax-free reorganization and will be ~ccounted for under the purchase method of

effective August 7, 2001, The Company headquarters has been rclocated

accounting.

Description of Micron’s Businesses

31,  Defendant Micron’s Securitics and Exchange form 10-Q/A filed as of June 29,

2001, provided the following corporate description (The relevant portions of which are attached

to this Complaint as Exhibit “C"):

Micron Electronics, Inc. and its subsidiaries (collectively the
“Company”) provide a varicty of computer products and related
sarvices throught its PC Systems, SpecTek, and HostPra business
segments. The Company has adopted plans to dispose of its PC
Systemns and SpecTek business segements, which are reported
scparately as discontinued operations - Sec Footnole 3

“Piscontinued Operations.” The Web hosting business
(“HostPro™), will remain as the Company’s sole continuing

operations. HostPro offers a range of business-to-business Internet

products and services, including tumkey e-cmmerce solutions,
Web and applications hosting, co-location and connectivity
services to small - and mediuni-sized businesses, government,
education and retail markets. The PC Systems range of desktop
and notebook systems and network servers under the

micronp¢.com brand name and sells. resells, and supports a variety

of additional periplicrals, software and services. SpecTek

processes and markets various grades of member products in either

- component or module form for specific applications.

Sale of Micron’s PC Systems

39 Defendant Micron's Securities and Exchange Commission Form §-4 filing as ol

May 22, 2001 describes the sale of its “PC Systems” at the end of May 2001 as follows (the

relevant portions of which are attached to this Complaint as Exhibit “D™

On April 30, 2001, Micron Electronics entered into a definitive agrecment 10 5€

its PC Systems business (o GTG PC Holdings, LLC, an affiliate of the Gores
Technoloey Group. Under the terms of the agreement to sell its PC Systems

business, GTG PC will receive the assets, which include $70 million in cash, and
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assume specilic lizbilities of the PC Systems business, Micron Electronics is
required 10 mect specified working capital requirements based on net 45sels and
liabilities to be transterred 10 GTG PC. An additional cash contribution may be
required if Micron Electronics does not meet these working capital requirements.

33, Defendant Micron's Securities and Exchange Commission Form 10-Q filing as of
May 31, 2001 reported as follows (the relevant portions of which are attached to this Complaint

as Exhibit “E7).

On May 31, 2001, the Company [defincd collectively as “Micron Electronics, Inc. and 1ts
subsidiaries™] sold its PC Systems business to GTG PC Holdings, LLC ("GTG PC”), an
affiliate of the Gores Technology Group. Under the terms of the agreement, GTG pPC
received assets, which included $76.5 million in cash, and assumed specified liabilities of
the PC Systems busingss. - . .

+

The Company retained all liabilities of the PC Systemns business not assumed by
GTG PC, including, for example, liabilities for taxes arising prior to the closing of
the transaction, employee termination and related expenses, and any contingent
liabilitics arising prior to closing date. . . .

Corporate Overview of Micron’s Businesses

34, Defendant Micron's Securities and Exchange Commission form 10-Q as of
- January 16, 2001, reported as follows (the relevant portions of which are attached to this

Complaint as Exhibit “F"):

Micron Electronics, Inc. and its subsidiaries (collectively the "Company') 1s a
compuling company which provides computer products and services, Internet
offerings, Web hosting and business-to-business c-commerce applications for
small-and medium-sized busincsses, government, education and retail markets.
Under the brands micronpe.com, NetFRAME, VelocityNet Direct ("VNI™),
HostPro and SpecTek, we offer a wide range of innovative products, services and
support. Qur three business scgments are PC Systems, HostPro and SpecTek. Qur
PC Systems business develops, markets, manufactures, sells and supports a wide
range of high performance desktop and notebook systems and network servers
under the micronpe.com and NetFRAME brand names and sells, resells, and
supports a varcty of additional peripherals, software and SGIVICES, . . .

35. Defendant Micron, at all times rclevant to this Complaint, including its so-called

wqubsidiarics,” has in excess of 1100 employecs.
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30, Defendant Micron is an “employer”™ within the meaning of the FLSA and
Plaintiffs are “employees engaged in commerce” within the meaning of the FL.SA. Plaintifts we
entitled to the protection afforded by the minimum-wage and overtime provisions of the FLSA
nd have standing under Section 16(b) of the FLSA to maintain this action on hehalfof

themselves and other employees similarly situated.

FACTUAL ALLEGATIONS

37. Plaintiffs incorporate paragraphs 1 through 36 above.

38. Defendant Micron has a company-wide policy of compensating its hourly sales
employees (“sales representatives’), in part, through a commission system. The sales

representatives also receive a base hourly rate of pay in addition to the commission.

79 On occasion Defendant Micron has paid Plaintiffs and, upon information and
behef, other sales representatives, overtime for hours worked in excess of forty hours ma
workweck. Micron, however, from time to time, intentionally calculates overtime based solely
upon a sales representative’s hourly rate. Defendant Micron, in violation of the FLSA, has
failed to include the commissions eamed by Plaintiffs and other sales representatives in some
overtime calculations.

40.  The purported regular daily working hours for Micron sales representalives are
¢ight-hour shifts with unpaid one-hour lunch breaks. Notwithstanding Micron’s stated regular
hours, Plaintiffs and other similarly-situated sules representatives regularly arrive at work gariler
than their scheduled start times, Notwithstanding Micron’s stated working hours, Plaintiffs and

other similarly-situated sales representatives recularly work past the scheduled end of thelr
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¢lyifts. Notwithstanding Micron’s hour-long unpaid lunch, Plaintiffs and other similarly-sittiated

sales representatives frequently work through the lunch hour.

41. It is Defendant Micron's stated practice or policy to pay overtime o zales
representatives for hours worked in excess of forty (40) in a given workweek. Notwithstanding
its stated practice and policy, Plaintiffs and other similarly-situated sales representatives have,
from time-to-time been warned that they cannot record more thaﬁ a limited number of hours ina
given workweek. Plainti[fs and other similarly-situated sales representatives have consistently
worked‘many hours in excess of 40 in a workweek and Micron failed to pay them for all hours

worked in excess of forty hours 1n a workweek.

47 Some managers at Defendant Micron discourage Plaintiffs and other simularly-
situated sales representatives from accurately recording their ume spent working for Micron by

verbally reprimanding cmployees who may have recorded too much overtime.

43, Management at Delendant Micron also encourages ofilthe—cloc}.c work by leading
sales repre sentatives to believe that the sales representative position is the beginning of a carger
path that will lead to a more managerial position at higher wages. The conventional myth
perpetuated by Micron is that sales representatives should spend time - at no charge to the
employer - prepanng themselves for future positions with Micron. $ales representatives are
thercfore reluctant to claim all their overtime hours since they would appear to be less

professional.

44,  Defendant Micron, from time-to-time permitted 1ts managers 1o alter ume

records to reduce wage and overtime claims, Plaintiffs and sales representatives who are
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similacly situated keep their time records on their computers. These time records are uuto-
penerated and plaintiffs and sales representalives who are similarly situated do not have to cntet
ime or other infonmation since the program automatically defaults to a forty-hout per week
schedule. Pluinfiﬂ's and sales representatives who are similarly situated can overwrite the
automatic default to enter the corrsct hours worked. Time ‘records are approved at the end of the
week by either a SUpErvisor or someons in Micron's payroll department. Micron managers or
supervisors are afforded the capability of overriding, changing or altering a sales
represehmtivc’s timecard. Upon information and belief, managers and supervisors have altered

sales representatives’ ume cards for the purpose of diminishing overtime.

45, Defendant Micron’s practices and policies have led to the improper calculation of
overtime hours by failing to include Plaintiffs’ and similarly-situated sales represenlatives’

commissions in the calculations of their overlime wage rates.

46,  Plaintiffs, since being employed by Micron, have worked hours In exeess of 40 in
1 workweek without receiving overtime pay and/or without receiving properly—calculatcd
overtime pay. Witl1 full knowledge and permission of, as wlcll as pressure by, superiors at
Defendant Micron, Plaintiffs frequently hegan work before the start of their regularly scheduled
shift, worked through lunches, and worked after the end of their scheduled shift. On some
occasions Micron managers and supervisors brought food for Plaintiffs and other sules
representalives to eat during the lunch hour. This practice was designed to encourage Plaintilfs
and other sales representatives to work during their scheduled lunch hours. On occasion,
Plaintilfs and other sales representalives were not compensated for the times they worked
through lunch periods. |
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A7 Upan information and belief, all sules representalives who were and are simitarly
situated with Plaintiffs, from time-to-time worked many hours in €Xcess of 40 in a week without

receiving overtime pay and/or without receiviny propetly calculated overtime pay-

CLASS ALLEGATIONS
48. Plaintiffs incorporate parﬁgraphs 1 through 47 above.

49, Plaintiffs are appropriate representatives for employees of Defendant Micron
who lave been denied overtime compensation as a result of Defendant Micron’s violation of the
FLSA. The potential class of Plamuiffs consists of all current and former employecs of
Defendant Micron who were employed at any time during the applicable limitations period or
during such period as the Court may designate pursuant to equitable tolling of the limitations
period and who were or are assigned to duties as non-exempt sales representatives and who do
not qualify for a statutory exemption to the overtime requirements of the FLSA ("the class™).
Plaintiffs and the above-described :ndividuals of the class are “similarly-situated employees”

within the meaning of Section 16(b) of the FLSA.

50.  Defendant Micron is in possession of the names, addresses and employment
records of those persons similarly situated to Plaintiffs and whom Plaintiffs seek to represcat.
Pursuant to Section 16(b) of the FLSA, these individuals are entitled to court-administered
notice of this lawsuit in order that they may elect or decline to join Plaintiffs in the pmsc;ution
of this action.

51. The class of current and former employees of Defendant Micron as described

above is so numerous that joinder of all members is impracticable. During the applicable
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perieds of limitations prior to the commencenment of this action, Defendant Micron has

employed scveral hundred sales representatives.

59 There are questions of law and fact common 1o the class. The employment
policics, pracltices and agreements of Defendant Micron raise questions of law and fact common

to the class, including:

(A) whether Defendant has engaged in a pattern or practice of failing to keep
aceurate records showing all the time it perputied Plaintiffs and the class to work and
failitre to provide wage statements itemizing all wages carned and all deductions from
Wages;

(B) whether Defendant Micron has engaged in a pattern or practice of pennillidng
Plaintiffs and the class to work without paying for all timé worked at the agreed rates or

the applicable federal and state overtime ratcs;

(C) whether Defendant Micron has engaged in a patiern or practice of
encouraging Plaintiffs and the class not to Teport, and discouraging them from reporting,

atl time worked,

(D) whether Defendant Micron hag engaged in a pattern or practicc of threatemng
Plainti ffs and the class with discharge or other discrimination if they make wage claims

for unrecorded time Defendant Micron has permitted them to work;

(E) whether Defendant Micron willfully failed to pay Plaintif(s and the class al
the agreed wage or the applicable overtime rates for the work Defendant Micron

permitted them to perform;

{‘-'-a,\-v"
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(F) whether Defenduant Micron has engaged ina patlernor practice of fuiling 10

permit Plaintiffs and the class to take rest breaks on the employer’s time.

(G} whether Defendant Micron has improperly excluded commissions from the

caleulation of the overtime rate; and

(H) whether Defendant Micron has engaged 1n a pattermn or practice of

suppressing wage claims.

53,  Theclamsof Plaintiffs as representative partics are typical of the claims of the
cl.ass, Plaintiffs’ claims encompass the challenged practices and course of conduct of Defendant
Micron. Plaintiffs’ legal claims arising out of the course of conduct by Defendant Micron are
based on the same legal theories as the claims of the unnamed class members. Thc. jegal 1s5ues
as to which federal and state laws are violated by such conduct a;?:nply equally to Plaintiffs and

the ¢lass.

54 Plaintiffs as represcntative parties will fairly and adequately protect the interests

of the class.

55 The prosecution of scparate actions by individual members of the class would
create a risk of inconsistent or varying adjudications with respect to individual members of the

class which would establish incompatible standards of conduct for Defendant Micron.

56.  The prosecution of separate actions by individual members of the class would
create a risk of adjudications with respect to individual members of the class which would as
practical matter be dispositive of the interests of the other members not parties to the

adjudications or substantially impair or impede their ability to protect their interests.
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57. Defendant Micron has acted or refused to zet on grounds generally apphicable o
the class, thereby making appropriate final inj unctive relief or corresponding declaratory relief
with respect to the class as a whole.

58. Q_uestions of luw and fact commen to the members of the class predominate over
any questions affecting only individual members and a class action is superior to other available

methods for the fair and efficient adj udication of this controversy.

CLAIM FOR RELIEF

(FLSA and pendent state law claims)
59. Plaintiffs incorporate paragraphs 1 through 58 above.

60. The FLSA regulates, among other things, the payment of overtime pay by
employers whose employces are engaged 1n commerce, of engaged in the production of apods
for commerce, or criployed in an enterprise engaged 1n COmMMErce or in the production of 200ds
for commerce. 29 U.S.C. Section 207(a)(1). Defendant Micron is, and was at all relevant times,
subject to the overtime pay requirements of the FLSA, because it is an enterprise engaged in

commerce and its employces arc engaged 1n COMMLICE.

61, Section 7(a)(1) of the FLSA, 29 U.8.C. 207(u)(1), requircs employers to pay non-
cxempt employces who work longer than forty (40) hours in a workweek one and one-half imes
the employee’s regular rate of pay for the hours worked in the workweek In €Xcess of forty (40)
hours, Defendant Micron is, and was at all relevant timies, subject to this requirement to pay
non-exempl cmployees one and ope-half times its employees’ regular rate ol pay, including

sales conumissions, for all hours worked 1n a workweek in excess of forty (40) hours. Defendant

SECOND AMENDED COMPLAINT AND DEMAND FOR JURY TRIAL,P. 18



Micron violated the FLSA by failing 1o pay its non-exempt employees for the number [ hours

they were actuully allowed to perform work 1n excess of forty (40) hours in & workweek.

62 The conduct of Defendant Micron, as described above, has violated the FLSA by

additional conduct which includes but is not limited to the following:

(A) permitting Plaintifls and the class to work without paying for all time

worked, either at the agreed rates or the applicable overtime ratc;
(B) fallingto include commissions in the calculation of the overtime rate;

(C) falling to keep an;curate records showing all the time worked by Plaintiffs
and the class that Defendant Micron permitted them to work and all wages earned, and
| failing to provide wage statements itemizing all wages garned;
(D)  threatening Lo discharge or otherwise discriminate against employees who

make wage claims for unrecorded time Defendant Micron has permitted them to work;
(E) failingto permit rest breaks on the employer’s time;

(F} threatening employees who make claims for unpaid wages for work
Defendant Micron has pennitted them to perform off the clock with discipline up to and
including dismissal;

(G) engaging ina pattern or practice of unlawfully indemnifying itself with

employees against liability for payment of wages; and

{H) engaging in a pattermn of practice of (1) violating wage laws, and (2)

suppressing wage claims.
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63, Goction 13 of the FLSA, 79 15.5.C. Section 213, exempts certain categories of
employees from the overtime pay obligations set forth under Section 7(a}(1) of the FLSA, The
excemptions include employees who arc paid on a salary basis and are employed in a bona fide
executive, administrative of professional exenption. 29 U.S.C,, Section 213(a)(1). None of the

FLSA exemptions apply to Plainti{fs nor to the class. Accordingly, Plaintiffs and the class must

be paid overtime pay in accordance with Section 7 of the FLSA.

64.  Plaintiffs seek class-wide reliel against Defendant Micron and for the patterns

and practices of unlawful cenduct described above,

65.  Plaintiffs and the class are entitled to damages equal to the amount ol overtime
premium pay within the three years preceding the filing of this complaint, plus perods of
gquitable tolling. Defendant Micron’s failure to pay overtime pay to Plaintiffs and the class

was “willful” within the meaning of Section 6(a) of the Partal-to-Portal Pay Act, 29 U.5.C

. Gection 255(a), since Defendant Micron did not act in good faith in failing to pay propet

overtime pay and had no reason to believe that its failure to do so was not a violation of the
FL.SA, within the meaning of Section 11 of the Portal-to-Portal Pay Act, 29 U.5.C. Section 260.
Accordingly, Plaintiffs and the class are entitled to an award of liquidated damages in an amount
equal to the amount of unpaid overtime pay described above, pursuant to Section 16(b) of the
FLSA. Alteﬁmtivcly, should the Court find that Defendant Micron did not act willfully in
failing to pay oveItime pay, Plaintiffs and the class are cntitled to an award of prejudgment
interest at the applicable legal rate. Attorneys’ fees and costs, pursuant to Section 16(b) of the

FLSA. 29 US.C. Section 216(b), should also be awarded.
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66,  Defendant Micron’s above-described conduet ajso violates the applicable state

lyws of its operations. including but not limited to Section 43-1 502(3). Idaho Code.

67.  Defendant Micron’s conduct as described above is unlawful under federal and
state law, is continuing, is capable of repetition, and will continue unless restrained and enjoined
by the court. Plaintt ffs and Lhe class have no plain, speedy and adequate remedy at law to

redress this continuing unlawful conduct and injunctive reliel is nccessary and proper.
PRAYER
WHEREFORE, Plaintifts pray for judgment against Defendant Micron as follows:

1. For the Court’s Order authonizing the mailing of a notice to all potential class

members and approving the form and content of said notice.

2. For compensatory damages against Defendant Micron [or Plaintiffs and the class,

including but not limited to, compensation for unrecorded work time and liquidated and

exemplary damages and penaltics, all in amounts to be proved at trial.

3. For injunctive relief requinng Defendant Micron to (a) pay employees. at the
agreed rates and proper overtime rates for all time worked by employees that Det:endam Micron
permits them to work, (b) to keep accurate records showing all the time worked by employees
that Defendant Micron permits them to work and all wages earned, and provide wage statements
itemizing all wages eamed, (c) to cease threatening to discharge of otherwise discriminate
against employees who assert claims for uﬁpaid wages for unrecorded work Defendant Micron
has permitted them to perform, and (d) to provide rest breaks on the employer’s time a3 required

by law.
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1. For a corresponding declaration of {a) the rights of Plaintiifs and the class under

various applicable state faws, and (b) the obligations of Defendant Micron under individual

employment agrecments and various applicable state laws.

5. For pre-judgment interest.

6. For costs of litigation, including attorneys’ fees, pursuant to, inter alia, 29 U.5.C.
§ 216(b).

7. For such other and further relicf as the Court deems proper.

JURY DEMAND

Plaintiffs demand a jury trial on all issues.

DATED this /37 day of April, 2002.

HUNTLEY, PARK, THOMAS, BURKETT,
OLSEN & WILLIAMS

kb

William H.¥homas
Attorneys for Plaintiffs

SECOND AMENDED COMPLAINT AND DEMAND FOR JURY TRIAL, P. 22



CERTIFICATE OF SERVICE

r/’ff'/

—
[ hereby certify that on thisz-_ﬁ‘ day of April, 2002, a true and correct copy of the
foregoing instrument was served upon opposing counsel as indicated below:

Kim J. Dockstader ' Via Hand Delivery
Gregory C. Tollefson Via Facsimile 389-9040
STOEL RIVES LLP +"Via U. S. Mail

101 S. Capitol Blvd., Suite 1900
Boise, ID §3702-5958

7
-.//{._Aﬂ /ﬂéﬁ/var Jéc,_ﬁim
: = : 7 P

Glenys Mcplm}%
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Tim Kaufmann

Erom: tckaufmann@micranpe.com

Sent: Wednesday, August 09, 2000 8:17 AM
To: tr@micron.net, DRMINK@micronpe.com
Subject: FW: Overtime
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----- original Message=—=""~

From: Mark CoX

Sent: Wednesday: August o, 2000 8:09 AM

To: Timeothy Kaufmann

gubject: BRE: Qvertime

This is certainly your choice but let me make a guick comment. This job
should be salary plus commission like almost all other Sales jobs that I
am aware of. This allows the achievers to work as much time as they feal
necessary to bring in the sales that ultimately pays them the big money.
It is ynfortunate that because of the laws in Minnesota Micron had to
change over to hoprly PA¥ rate for sales reps. “bon't get me wrong, if
you need to be here then I/Micron will certainly pay you for your S fforts.
I just need to keep an eye on this because then it starts to become a Way
of subsidizing ones paycheck Wwhiech in turns drives up pur budgets-

----- original Message-=—""

From: Timothy Kaufmann

Sent: Wednesday, nugust 0%, 2000 T7:56 AM
Ta: Mark Cox

Subject: RE: Owvertime

Importance: Low

Mark, yesterday 1 really wanted to send the server guote. to McBride s0 I
came in early. Howaver, L had to work later than I intended due to VA
guziness. 52 1 would say it is a combination of both. Unfortunately, 1
won't Work any more gvertime becaunse T don't feel right it Micron choeses
aot to pay me for that time. There have been several historic cases out
at main Micron where this was 2 problem for the company and the amployess.
T understand the constraints of our budget and have no problem adjusting
my work day.

————— Original Message-——""

From: Mark Cox

Sent: Wadnesday. august o9, 2000 7:48 AM
Ta: imotny Kaufmann

Subject: EE: COvertime

Wot necessarily what I am saying. What I was trying to pass on is
that 1 am net in a position to approve much for overtime right now because
of OPEX budgets. 5o, if you are required to stay hers to get something
done or because you are backing somecne up rnen I can get it approved. 1t
yol are choosing ro work additiconal time hecause yow are trying te get
your szles numbers up rnen it is up to yau and we don't have to 1og
overtime. [oes that make sanse?

————— original Message-=—-<

From: Timothy Kaufmann

=ant: Wednesday, Rugust 09, 2000 7:03 AM

To: Mark Cox

Gubiect: RE: Overtime

ImpoZLance: Low

Marx, Can ycu clarify the statament winelusign on YOul Time
smpar™.  Sounds like you Gon't wWant meé to puc the extra work o0 my

timesheat. 1 EXHIBIT
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————— original Messages oo

From: Mark Cox

Sent: ~ypesday, August 08, =200C 4:27 7M™
Ton Timothy Kaulmann

subjecth: RE: Oveztime

Thought your shift was from B-37 Are you asking for
a2 1/2 houtl overtime ©T A4re€ you asking to leave early?

Just a comment. If you are going t2 work a big

~hunk of overtime begause you have to then that is. when you need apprnval.

I1f you decide to work an extra 1/2 to an hour a day or off and on because
you are tzying to drive your sales numbers then rhat is up to you and
doesn't require apprDValfinclusiDn on your time sheet.

————— priginal Message——="~
From: Timothy Kaufmann
sent: Tuesday, rugust 08, 2000 4:14 PM
To: Mark Cox
- . . Subiject: Overtime
Importance: Low
Mark, 1 wa=s in at 7 this merning - Hoping to g=t
the gquote for the servers done. can I work till about 4 :30 PM. I need
tg finlsh some quUOLES for DREOS.

Tim Kaufmann

tckaufmann@micronpc.com

Health and Human services Account Representative
Micron Government Computer Systems Inc.
1-800-249-1179 Ext 31287

Fax # »08-993-7240

Www . Micranpes. com

00(

)

15



hnp'_!/\mw.sec.gm'#\.cs/edgar/dmaf85446’3!000 1095811015035,

interiand, Inc. Form §-k Diated Augusl.OOL

8-K 1 f'74802ac8—k.htm FORM 8-K

Tahie of Contents

AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K
CURRENT REPORT

pursuant to Section 13 of 15(d)
of the Securities Exchange Act of 1934

SECURITIES

Date of Report (Date of earliest event reportgd): August 6, 2001

INTERLAND, INC-

me of Registrant as Specified in its Charter)

(Exact Na

Minnesota

(State or Other Jurisdiction of

Incorporation)
- 0-17932 41-1404301
" (Comunission File Number) — o (IRS Employer Identification No.)
303 Peachtree Center Avenue, Suite 500, '
‘ Atlanta, Georgia 30303
(Zip Code)

(Address of Principal Executive Offices)

(404) 720-8301

(Registrant’s Telephone Numbet, Including Area Code)

1450 Eagle Flight Way, Boise, 1daho 83709

(Former Name of Former Addreés, if Changed Since Last Report)

TABLE OF CONTENTS

o lten 2. Acquisition ot Disposition of Ass2ts,
exHIBIT A

ftem 3. Other Events.
nancizal Statements and Exhibits.

2/9,2002 31



.,

rmezcland. Inc. Form §.1. Dated August .Dl hrrp'./,’vmw.scogov.’Ar.sfudgar,‘data-’8544601000109581 101505,

ltern &. Change in Fiscal Year.
SIGNATURE
WNDEX TOQ EXHIBITS
EXHIBIT 4.0}
EXHIBIT 4.02
ExXHIBIT 99.01

ltern 2. Acquisition oF Disposition of Assets.

On August 6, 2001, Interland, Inc., a Minnesot2 carpcratioﬁ (formerly Micran Electronics, Inc., the
“Company’) completed the acquisition of Interland, Inc., 3 Georgia corporation (“Interland — Georgia™), through
the merger of a wholly-owned gubsidiary of the Company with and into Interland — Georgia, with Interiand —
Georgia surviving as 2 wholly owned subsidiary of the Company (the “Merger™)- Simultaneous)y with the Merger,
the Company changed its name from “Micron Electronies, Inc.” to “Interland, Inc.” and changed its Nasdag stock
symbol 1o “NLD" effective Aupust 7, 2001. The Company headquarters has been telocated 1o 303 Peachtree
Center Ave., Sulte 500, Atlanta, GA, 30303 The Merger is intended to be 2 tax-free reorganization and will be
accounted for under the purchase method of accounting.

{n connection with the Merger, the Company isgucd approximately 41 million shares of Company commen
stock for all of the 1ssued and outstanding shares of Tnterland — Georgia. The Company also assumed interland —
Georgia's outstanding stock options and watrants, Each outstanding Interland — Georgia share was exchanged for
0.861 shares of Company common stock. Each outstanding Interland — Georgia stock option and warrant was
converted into Company options OF watTants, as applicable, as adjusted to reflect this exchange ratia.

A press release announcing the completion of the transaction is attached as Exhibit 95.01 to this report.

Except for the historical information contained on this report, statemerits in this report may be considered
forward-looking statements. These forward-looking statements include, but are not limited to: the expected orowih
opportunities of the Web hosting market; the expected growth of Interland’s business, including expectations for
more rapid growth when the economy iMpProves, certain expected effects of the merger of Micron Electronics and
Interland, including the expected doubling in size of Micron Electronics” hosting pusiness, the expected cash
resources of the combined company 2% of the closing and the achievement of efficiencies and gynergies as 8 result
of increased scale; the combined company’s intentjon to drive toward proﬁtability and to take advantage of the
consolidating market; the sufficiency of Interland’s cash resQuUIGEs; interland’s expectations regarding 118 future
financial results. Actual results may differ materially from those contained in the forward-looking statements 10
this report. Factors which could affect these forward-looking statements include but are not limited to: failure i@
achicve the expected benefits of the merger dueto, for example, larger than expected expenses associated with the
integration of Micron Electronics and Interland of lower than expected cost synergics; the ability of Interland to
expand its Customer base; the ability of Interland 1o market its services effectively; the risk that the use pf the
Internet and the Web hosting industry may not continue to grow at the rate currently expected or that use of the
Intemnet may gvolve away from a “hosted-site” model 1 8 ‘ehared-file” model; the willingness of small and
medium-sized businesses to outsource their Web hosting and applications hosting services; the impact of -
competition and {nterland’s ability to respond to competitive developments; cusLOMEr acceptance of new products
and services and new versions of existing products; the nsk of delay in product development and release dates;
rsks that Interland may experience difficulsies in developing and marketing (nternct applications services in the
future; risks associated with integrating newly acquired technologies and products and unanticipated costs of such
integration; risks associated with attracting, retaining and motivating qualified personnel; the ability to continue 10
gTOW {nterland’s infrastructure O accommodate additional customers and increased use of its petwork bandwidih
ar allernatively interland's ability t0 efficiently utilize current infrastructures and resources in light of shifting
hosting paradigms (dedicated and co-location shifting to shared); the ability to expand Interland's channels of
distribution; risks asgociated with the possible assertion of intellectual property rights by third parties; the ability
to achieve cxpected operating efficiencies in connection with the {nterland merger, the ability to operate within
hudoeted expense levels, isks associated with integrating newly acquired .echnologies and products and
unanticipated costs of such integration, the ability of the combined company 0 gxpand 118 customer base, veneral
econarmic conditions, the impact of competition, quarterly fluctuations in operating results, the losg af cuslomeTs
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with failing businesses, customer accepiance of new products and cervices, inVestments in new husiness
opportunities and the impact of liabilities that could carry over from Micron Electronics' discontinued cperations.
Certain of these and other risks associated with Tnterland’s business are discussed

Table of Contents

in more detail in its public filings with the Securities and Exchange Cornmission, including 118 Annual Report o0
Form 10-K, its Quarterly Reports op Eorm 10-Q and its Current Reports on Form 3-X. Investors should not place
undue reliance on these forward-looking stalements. '

Item 5. Other Events.

On August &, 2001, the Company held a special meeting of its sharcholders, at which shareholders approved

the issuance of stock in the Merger, an increase in the size of its board of directors from five to gight; amendiments

to its articles of incorporation to increase the number of authorized shares of capital stock 10 200,000,000 shares

_ and change the natne of Micron Eleetronics L0 “Interland, Inc.”; and arnendments 1o its bylaws to provide that,
commencing August 6, 2001, al! directors shall hold office for a period of at least two years from that date, and
only permit removal for cause during that two year period, and after that two year period, change the term of all
the directors to an indcfinite term and permit their removal with or without cause. 1n addition, the Company's
shareholders elected Kenneth Gavranovic, Gregg A. Mockenhaupt and Robert T. Slezak as directors. The Articles
of Amendment of the Articles of Incorporation of Micron Electronics, Inc. and the Amendment to the Restated
Bylaws are filed with the Securities and Exchange Commission (the “SEC™) as Exhibits 4.01 and 4.02,
respectively, 10 this Current Report on Form §-K.

Item 7. Financial Statements and Exhibits.

(a) Financial staternents of business agequired.

The required financial information of Interland — Georgia s hereby incorporated by rcference to the Taterland
_. Georgia Anaual Report on Form 10-K for the period ended December 331, 2000, fited with the SEC on
March 16, 2001 as amended on May 1, 2001 and the Interland — Georgia Current Report on Form 10-Q far the
period ended March 31, 2001 filed with the SEC on May 15, 2001.

(by Pro forma financial information.

The Company intends to file by amendment the required pro forma fipancial otaternents reflécting the
acquisition of all of the issued and outstanding capital stock, including stock options, of Interland — Geprgia no
{ater than 60 days after the date that this report on Form 8-K must be filed.

(¢) Exhibits.

2.01 Agreement and Plan of Merger, dated March 22, 2000, among Micron Electronics,
Inc., Imagine Acquisition Corporation and Interiand, Inc. (1ncorporaled by reference
to Exhibit 2.01 to the Micron Electronics, Inc, Current Report on Form §-K filed on

April 10, 2001).

401 Amendment to Restated Adticles of Incorporation.”
4.02 Amendment 10 Restated Bylaws.
949,01 Press Release issued on August 7, 2001 by Imtedand, Inc.

;““

{tem 8. Change in Fiscal Year.

At the meeting of board of directars sharcholders of the Company held on August 6, 2001, the direClois of the

EU o | 2/9/2002 32,
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Company approved the change of the Company's {iscal month end which was ona 4-week, d-week S-week cvcle,
1o g calendar month end. As @ result, the company’'s fiscal year will end on Augrust 31 cvery year. The repart
covering the ransition period of August 30, 2001 to August 31, 2001 will be filed on Form 10-K.

Table of Contents
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SIGNATURE
Pursuant to the requiréments of the Securities Exchange Act of 1934, the Registrant has duly caused this report

to be signed on ils behalf by the undersigned thereunto duly authorized.

[NTERLAND, INC.

_Date: August 7, 2001 By: /s/ David A, Buckel

David A. Bucket, Senior Vice President,
Finance and Chief Fimapcial Officer
(Principal Financial and Accounting Officer)

INDEX TO EXTIBITS

Exhibit
Mumber Description

——

2.01 Agreement and Plan of Merger, dated March 22, 2000, among Micron Electronics, Inc., Imagine
Acquisition Corporation and Interiand, Inc. (incorporated by reference 1o Exhibit 2.01 to the
Micron Electronics, Inc. Current Report on Form 3.K filed on April 10, 20013.

4,01 Amendment to Restated Articles of Incorporation.
402 Amendment to Restated Bylaws.
99.01 Press Relcase issued on August 7, 2001 by Interland, Inc.
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wer 0280 provided py (used fey) financing activizies of continuing Speraticns
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ner cash provided by fused in} discontinued operatlions

Net decrease in cash and cash eguivalents
cash and cash agquivalents at beginning of period

cash and cash equivalents at end of peried

< /TRBLEZ

riscal 200C amounts have been reclassified to reflact geparately the results of
discontinued operations.
The accompanying notes are an integral part of the ¢inancial statements.
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Micron glectronics. Inc.

Notes to rFinancial Statements

(Tabular amounts in thousands, gxcept per share amounts)
(Unaudited)

1. HWature of Business
general

Micron Electronics, thc. and its subsidiaries (collectively the reompany”)
provide 2 variety of computer procducts and related sarvices through its pC
SyStems, specTak, and HostPro business segmants. The Company has adopted plans
to dispose of its PC Systems and SpecTek Lusiness segments, which are reported
separately 2% discentinued gperatiens - gee Footnote 3 npigcontinued
Dperations." The Web hosting business ["Host?ro"), will remain as tha company¥'s
=nle continuing operations. HostPro offers 2 range of business—to-business
Ipternet products and services, jnecluding turnkey e-commerce solutions, Web and
applications,hostinq, co-location and connectivity services to small - and
medium-sized nusinesses, government educaticn and retail markets. The PG
Systems pusiness develops, markets, manufactures: sells and supports 2 wide
range of deskteop and notebook systems and network cervers under the micronpc.com
prand name and sells, resells, and supperkts & variety of additional peripherals,
softwaxe and sexrvices. specTek prOCES558s and marketbs various grades pf memory
products in either component o module form for specific applicatiens.

k)

yistory of Operating Losses

HostPro has incurred net losses and losses from operations for each pericd from
inception through the first six menths of 2001, anc anticipates =0 incur losses
for at least the next Lwo years- As of March 1. 2001, HostFro had accumulated
net losses of approximately 543 million. The Company doegs not gxpect YostPro to
generate positive cash flow from Dperations for at least one year.

The Company’s future SuCCeS3 ;5 dependent upon its abllity to achieve

profitability prior to the deplation of cash ressIves and to ralise funds,

thergatrer, 1f negded. The Company cannot assure thab Hoscrro will be mrofitable
in the futur= under ins current web and applization nesring model ©F that
adecuate ropding will e avallable to allow tne Company ra continus opereticnb
ubseguent ©O che one-year time oeriod.

I <1

b
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WLl THe EMCURNGE RATIO FOR INTERLAND gRAREHCLDIRS BE ADJUSTED?

Thg exchange ratlo csnnot be decreased. The exchange ratio could be ingreassd
15 Micron flacuronics has less than $200.0 million in cash znd cash

1 ants, ipcluoding any amounts o be recarved by Micron Tlecooonics for
tax refunds, on che gate of the cloging cf the meIgel: less the amount of any
reserves oI liabilities unrelated to Mizron clectronics' HostPro business.
The amgunt of anry loan made to Interland by Migren Flectronics under the
pridge loan qescribed in this document will count towards This 3200.0 millieon
amount oI pUrposes of determining whether the erxchange ratio will be
ipcreased. Annex 0 to this joint proxy et atemaent/prospectus descripes how the
1avel of Mizvon flectronics' cash and cash equivalents, lgss any LesSelves and
bridge loans, at tpe closing could affect the exchange ratio.

£ THE BORRDS OF DIRECTORS QF INTERLAND AND MICRON ELECTRONICS RECOMMEND
VOTING IN FAVOR OF THE PROPOSALS DESCRIBED IN THIS DOCUMENT?

ves. After careful consideration, Interland's board of directors recommends
that its —hareholders vote 1in favor of the mergel agreement and the proposed
merger. Likewise, after careful eGnsideration, Micran zlectronics' board ot
directors recommends that its shareholders vote in faver of the issuance of
Micron Electronigs cOmmMOn stock in the merger, .the amendments to its articles
of incorporation: the amendments to its bylaws, the increase in the size of |,
the board of directors and the election of the three néw directors.

for a more complete description of the recommendations of the boards of
directors of poth companies, see the sections entitled "The Mergsr and

Related Transactions —~ Micron Electronics' reasons for the merger” on pade
a8, “-- Recommendation of the Micron Flectronics board of diracters” on page
a9, "-- tnterland's reascnsi for the merger" on page §0 and "—- Recommendation
of the Interland board of directers” on page s2.
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WHAT IS HAPPENING TO MICRON ELECTRONICS' ®PC SYSTEMS BUSINESS?

on Rpril 30, 2001, Micron clectronics sntered inta & definitive agresmanc Lo
sell its PC Systems pusiness to GIG PO floldings, LLC, an affiliate of the
Gores Technelody Group. Under the tezms of the agreemant, TG PC will receive
assets and assume 1iabilities of the PC Systems business, and Micron
Electronlcs will also make & 570.0 million cash contrikuticn to the busingess.
Micron Electronics 15 reguired to meet certain wonrking capital regquirements
pased on the net assets and ijabilities to be transferred to GTG PC. AR
additional capital eontribution-may be reguired if Micron plectronics does
not meet these working capital regulrements.

For a more complete deseription of the sale of the PC Systems pusiness to GTG
pc, see the sectian entitled "Recent bevel opment witnh Respect to Micron
Electronics” on page 118.

WHAT I3 YAPPENING TO MICRON ELECTRONICS' SPECTER BUSIWNESS?

on Rpril 5, 2001, Micren Electronics =nld its SpecTek component recovery
Lusiness ang other real property and imgellectual property assets, to MicIon
Technology, INC.. rhe parent COmpany of Micron ElecCronics. Micron Technology
was entitled to purchase the specTek husiness under an existing componant

racovery agreement, originally entered inte by the parties in Septemberl 19593

and amended in November 2000.
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(%3 QUARTERLY wELOORT PURGUARNT TO STOTION 13 OR 15(d) OF THE eoCURITIES
TRCHANGE ACT OF 1934

Far the guarterly period anded May 31, 2001
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) ©F THE sECURITIES
- EXCHANGE ACT QF 1934

commission File Number: 0-17832

Micron Electronics, Inc.

{Exact name of registrant as specified in jrs charter)

crate or other jurisdiction of inccrporation or organizaticn: Minnesota

internal Revenue cervice - EmployeT Identification No. 41-1404301

1450 fagle Flight Way, Boise, ID ga70%9
{Address: including zip code of principal axgcutive affices)

(208) pog-3434
(Registrant’'s telephone number, ipcluding ared code) ) -

Indicate by check mark whether ghe registrant (1} has filed all reports required
to be filed by seetion 13 or 130d) of the Sescurities Exchange hot of 1834 during
the preceding 12 months (or fpr such shorter period that the registrant Was
regquirzed O file such reports), and (2) has bheen subject to auch filing
regquirements for the past 40 days.

tes b4 NG '

* The numper Of cutstanding shares of the registrant's Common stock as of July
o, 2001 w&3 96,856,163,
1
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Tra COmMDATY has diECDntinued the cpe:a:icns of izs PC SysteRs and Speclek

mL5iness segments. ~“hesz segments &I€ acepunzed for &8 4discontinusd pperations
in agcordanct witnh AFD HNO. 0. Amounts in the financial srpiements ang relased

rotes for 211 periocds shown nave been reclzssified ©Q reflect the dis:on:;nued
Dperationg.

Operating resulzs fof the discontinued pperations are reported, net of tax,
under "Inceme {loss) from discgntinued operations" on the pecompanying
gratements of Opezatlons- in addition, the loss for the disposal af the
discontinued pperations has been recorded, net of tax, under "Loss on disposal
af discontinued Dperations" on the accompanying Stratements of Operations.

fFor financial reporting purposes, the asset= and 1iabilities of the discontinued
operations are combined and classified in the accompanying Balance sneet as of
August 31, 2000, under "ot assets of discontinued cperations.“ Cash flows frem
the discontinued cperaticns are also stated separately on the accompanying
sratements of Cash Flows. under “Het cash provided by (used in]) discontinued
ope:atinns.“

pC Systems - o

on May 31, 2001, the Company spld its PC Zystems pusiness Lo GTG PC Holdings.,
11C ("GTG PL" ). an affiliate of the Gores Technolngy Group. Under the TeIMSs of
‘the agreement,.GTG pc received assets, which included 576,5 million in cash, and
assumed specified jiabilities of the PC 3Systems business. When the Company
apnounced 1ts planned sale of the PC Eystems pusiness to GTG PC, the Company had
anticipated that the cash transfer to GTG PC would be 370.0 million. The
difference consists primazrily of reimbursements made for 1iapilities assumed bY
oTG PC that. jn accordancé with the original terms, ware Lo be retained DY the
cempany. The Ccompany i3 required to meet certain working capital requirements
pased an the Lot assets and liabilities cransferred toO g1c PC. The final
determinaticn of the working capital cransferred to GTG PC is subject tO audit.
hny adjugtment to the working capital transferred could result in an additional
cash payment py the Company tg GTG PC and a corresponding ingrease Lo the lo=s
an disposal.

The Company retsined all liabilities of the EC Systems business not assumed DY
GTE FC. inocluding, fer example, iiabilities for taxes arising pricr to the
closing of the transaction. employee termination and related expenses, and any
contingent 1iapbilicies arising pricr to the closing date- In additien, the
Company N&s aqreed for & period of three years not to compete with the PC
SystCems pusingss, and for two years, nct to golicit er hire prier employess af
the PC SysLems wusiness. For 2 transitioen period after the closing of the
purchase, GTG PC agreeﬂ to provide cgrtain information technolody: financial,
tele:ommunications and human resour<es services to the Company 2t GTG PC's cost -
plus 10% during the first four months after the clasing, angd at 1ts cost plus
25% far the fpllowing TWO months.

Through May 531, 2003, or for the applicable statute of 1imitations with respect
to taxes and government contracts, the Company 15 obligated to ingemniify the
purchaser and affiliated eptities for any preaches of the representations and
warranties contained in the agreement. In sddition, the Company is cpligated forf
an indefinite period of time to indemnaify the purchaselr and affiliated entities
for any preaches 1n covenants. The agreement provides tnat the maximum aggregate
1iability nf the Company for indemnification under the agreement iz 510.0
million, ©I in some limited circumstances, £30.0 million.

The agreement also provides that che Company would potentially pe sntitled 2
roceive & percentage of any procegds in the event the PC Systems pusiness 15
sold or has an initial publlc gffering of 1ts securities within ThIEE years of
the closing cf the surchase. The Company yould receive @ Paymen- aniy after UNE
repayment of - ransaction GOSTS. repzyment of debt anc capizal contripdTicns,
Cayment of a epacified amount of £ash T2 o7 BC oand chligationg unaes prmoloyes
incentive programs.
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Total Consolidated net sales 504

oonerating INCOME {Lass)

o SysTems 5 (11,225
HoswFro (15, 823¢
gpecTek 28,963
Total segment 0perating income (loss) (3,904
rlimination af intersegment ingome (358
Tocal segment Dperating income {lcss) i s (4,26:

capital Fxpenditures on Property, plant and Equipment

FC SyﬂtEmS g T, 04F
HD5tPID 7, 127
specTek : 12,118

Total gegment capital expanditures ‘ & 26,287
.</TRBLEZ

16. Hain oR gale of Investment

on SeptembeT 29, 2000, the Company spld 1ts remaining 10% ipterest in MCMS, Inc.
("HMCMS™) for & net gain of 54.5 million which iz shown in the sratemant of
{ncome as gain on sale on yestment. MCMS was formerly @ wholly owned
supsidiary, of whicn 90% was sopld in September 1998.
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(In tnousands)

statements contained in this Form 10-Q ghat are not purely historical arIe®
forward—lonking statements and are being provided ip reliance upon the "safe
harbor” provision5_of the Private Securities Litigarion Reform Act of 1993. ml
fDrward-looking statements are made as of the date nereocf and are based on
current management expectations and information available tO the Company 2as of
such date. The Company assumes no obligation to update any fDrward—looking
statement. It is important to note that actual results could differ materially
from historical results or those contemplated in thetforward—locking statements.
Forward-looking statements ipvolve a pumber of risks and uncertainties; and
include trend informatien. ractors that could cause actual results to© differ
matarially include, but are not limited to, those identified in “Certain
Factors" and in ather Company filings with the Securities and Exchange :
Commissian. All guarterly raforences are to the Company's fiscal periods ended
November 30, 2000, Decemper 2, 1939 of August 30,2000, nless otherwise
indicated. All tabular dollar amounts are stated in thousands.

Overview

Micron Flectronics. Inc. and its subsidiaries (collectively the rCompeny ! ig @
computing company which provides computer products and services. Imcernet
cfferings, Web nosting and busiﬂess—to—business p—COMmMEICe applicatioﬁi for
small-and modium-sizec puUsinesses, government, gdocaticn and rezall mETHELE
Uncer the prands micrangs. Com, NeT TRAME, Valocityhel Direct PYHDT HosLrT
ZpecTek, W& offer & wWlde range @f ipmovarive productie aerviCes and supDoTE
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sofrware znd services.
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locEtion
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£3-week period

ending on the Thursday cleosest tO nugust 31. ALl references contained herein
ineluding annual and guarterly paericds are on a fiscal bashs-

The Company Was sprmed through the Rpril 7. 1595 merger of three businesses:
Micron Computer; Ins., Micron Custom Manufacturing services, IncC-.: and ZEOS
Internatinnal, Lcd. hAs of November 30, 2000, Micron Technolagy, Inc- ("MILT)
ownad 61% of our autstanding common stock.

Results Of Operations

Net inceme foT the first guarter of 2001 was 52 millien, ©OT s0.02 per diluted

_share, on net sales of 5404 million, compared to net inceme of 513 million, o©f
50.15 per diluted share, ©n net sales of 5353 million for the first guarter of
2000. The following table m=els forth, for the periods indicated, coertain data

derived from our consolidated statement of incomne:

<TARILE>
<CAPTION®
2001 2000

Amount % of Sales amount % of Sales
<S> ) <C> <Cx> <C> Loy
Nev sSales £404,035 100.0% 5352, 952 100%
Gross margin 61,392 15.2% 86,720 74.6%
selling, general and
‘administrative eNpENSEeS 61,960 15.3% 68,6026 16.4%
megearch and development 1,237 0.3% 576 0.2%
Qther expense (income), net 2,458 0.6% 665 D.2%
pperating income {(loss) . (4,263) (L.0)% 16,853 4.8%
Loss on equilty investments 2,114 D.5% -
Gain on sale of investment 4,500 1.1% . - -
Interest income, net 4,129 1,0% 4,031 1.1%
income Ltax provision 676 D.2% 6,264 1.8%
Net income s 1,576 - 4. 4% s 14,620 4.1%
</TRBLE>
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Trem 2. Managament's Discussion and Analysis of Financial Condition and Results
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